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I n  t h e  Matter of: 

THE NOTICE OF PURCHASED GAS ) 
ADJUSTMENT F I L I N G  OF WESTERN ) CASE NO. 8839-U 
KENTUCKY GAS COMPANY 1 

O R D E R  

On D e c e m b e r  1, 1983, t h e  Commiss ion  i s s u e d  its O r d e r  i n  

Case No. 8839 a p p r o v i n g  c e r t a i n  a d j u s t m e n t s  i n  rates a n d  p r o v i d i n g  

u n d e r  c e r t a i n  c o n d i t i o n s  for t h e  f u r t h e r  a d j u s t m e n t  of s u c h  ra tes  

when t h e  w h o l e s a l e  cos t  of gas is i n c r e a s e d  o r  decreased o r  a 

r e f u n d  is r e c e i v e d .  

On December 4 ,  1985,  W e s t e r n  K e n t u c k y  Gas Company 

(*Western*) notified t h e  Cornmission t h a t  a se r ies  of o r d e r s  and 

op in ions  o f  t h e  F e d e r a l  E n e r g y  R e g u l a t o r y  Commission ("FERC") has 

r e s u l t e d  i n  v a r i o u s  r e f u n d s  and  back b i l l i n g s  by Western's 

p i p e l i n e  s u p p l i e r s ,  Texas Gas T r a n s m i s s i o n  Corporation ( " T e x a s  

Gas*)  and T e n n e s s e e  Gas P i p e l i n e  Company ( " T e n n e s s e e  G a s " ) .  

A f t e r  r e v i e w i n g  t h e  record i n  t h i s  case and  being a d v i s e d ,  

t h e  Commiseion is of the o p i n i o n  and finds t h a t :  

(1) A s  a r e s u l t  of a c o u r t  o r d e r  r e v e r s i n g  the FERC 

i n t e r p r e t a t i o n  of BTU m e a s u r e m e n t  as appl ied  t o  maximum pr ices  

permitted under t h e  NGPA, t h e  FERC issued O r d e r  No. 93 d i r e c t i n g  

p i p e l i n e  c o m p a n i e s  to  r e c o v e r  e x c e s s  p a y m e n t s  made to producers as 

a r e s u l t  of t h e  d i f f e r e n c e  b e t w e e n  wet and  dry BTU measurements. 



As a r e s u l t  of t h i s  O r d e r ,  Texas G a s  i s s u e d  W e s t e r n  t w o  r e f u n d  

c h e c k s  t o t a l i n g  $ 4 , 0 4 0 , 5 6 2 . 2 8  a n d  T e n n e s s e e  G a s  i s s u e d  five c h e c k s  

t o t a l i n g  $651,874.66 .  W e s t e r n ,  at t h i s  t i m e ,  is h o l d i n g  i n  i t s  

r e f u n d  a c c o u n t  a t o t a l  of $4 ,692 ,436 .94  a t t r i b u t a b l e  t o  Order 93 

BTU r e f u n d s .  

(2) A s  a r e s u l t  of a court order r e v e r s i n g  FERC treatment 

of g a t h e r i n g  a n d  c o m p r e s s i o n  a l l o w a n c e s  u n d e r  Section 110 of t h e  

NGPA, t h e  FERC i s s u e d  O r d e r  N o .  94 d i r e c t i n g  p i p e l i n e s  to pay t o  

p r o d u c e r s  " p r o d u c t i o n - r e l a t e d  cost" a l l o w a n c e s  i n  a d d i t i o n  to t h e  

o t h e r w i s e  applicable maximum l a w f u l  c e i l i n g  price f o r  a 

re t roact ive p e r i o d  from A u g u s t  1, 1980, t h r o u g h  Wcember 31, 1984. 

I n  D o c k e t  N o .  85-181, Texas Gas w a s  a u t h o r i z e d  t o  b i l l  its 

c u s t o m e r s  d i r e c t l y  f o r  t h e i r  prorated share  of these costs, 

e f f e c t i v e  November 1, 1985. On November 1, 1985,  T e x a s  G a s  b i l l e d  

W e s t e r n  $3,973,971.24  a s  its share of t h e s e  costs t h r o u g h  November 

I, 1985.  Then o n  November 30, 1 9 8 5 ,  T e x a s  Gas b i l l e d  Western a n  

a d d i t i o n a l  $1 ,148 ,422 .76  f o r  cos t  pa id  producers i n  November, 

1985.  T e n n e s s e e  Gas estimates its p a y m e n t s  t o  p r o d u c e r s  u n d e r  

O r d e r  No. 9 4  w i l l  be $ 1 4 2 , 0 4 5 , 0 0 0  a n d  W e s t e r n ' s  s h a r e  of this 

payment w i l l  be $716,829.32. T e n n e s s e e  G a s  i n t e n d s  to b i l l  

W e s t e r n  for  t h i s  payment  o n  J a n u a r y  1, 1986. Western's t o t a l  

ob l iga t ion  u n d e r  Order N o .  9 4  w i l l  be $5,639,223.32. 

( 3 )  On June 1 2 ,  1 9 8 5 ,  Tennessee Gas s u b m i t t e d  t o  FERC a 

unanimous  s e t t l e m e n t  a g r e e m e n t  which  se t t led d number of l i t i g a t e d  

ra te  cases. In r e l i a n c e  o n  t h e  s e t t l e m e n t  T e n n e s s e e  G a s  f i l e d  its 
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July I, 1985, PGA r e f l e c t i n g  a z e r o  s u r c h a r g e .  On J u l y  2 2 ,  i n  

O p i n i o n  N o .  2 4 0 ,  FERC rejected t h e  s e t t l e m e n t .  T e n n e s s e e  Gas a n d  

i ts  customers f i l e d  for  a r e h e a r i n g  a n d  r e c o n s i d e r a t i o n  o f  t h i s  

d e c i s i o n ,  but t h e  FERC o n  September 3 i s s u e d  O p i n i o n  No. 240-A,  

re ject ing t h e s e  r e q u e s t s  a n d  d i r e c t i n g  T e n n e s s e e  Gas t o  f i l e  

r e v i s e d  ra tes  r e f l e c t i n g  a $ 1 . 2 5  per d t h  s u r c h a r g e  e f f e c t i v e  J u l y  

1. On September 9 T e n n c s s e e  G a s  r e f i l e d  J u l y  1 rates b u t  a s k e d  

for c o n s i d e r a t i o n  of a l k e r n a t i v e  ra tes  r e f l e c t i n g  a n  a m o r t i z a t i o n  

of t h e  s u r c h a r g e  o v e r  24 months .  On October 8 ,  1985, i n  O p i n i o n  

N o .  240-B, t h e  FERC rejected t h e  a m o r t i z a t i o n  a l t e r n a t i v e  a n d  set 

up  a r e f u n d  s c h e d u l e .  As the r e s u l t  o f  a d r a m a t i c  loss of sales 

r e s u l t i n g  f r o m  t h i s  increase i n  rates, T e n n e s s e e  G a s ,  o n  October  

15, f i l e d  an o u t - o f - t i m e  PGA i n  which T e n n e s s e e  Gas agreed to  

absorb part  of t h e  deferred gas  cost b a l a n c e .  T h i s  PGAr which  

r e f l e c t e d  a zero surcharge, was approved by FERC on October 18, 

1985. A s  a r e s u l t  of this complex series of e v e n t s ,  T e n n e s s e e  Gas 

b i l l e d  W e s t e r n  a t o t a l  of $887,540.52 w h i c h  reflected t h e  h i g h e r  

ra tes  e f f e c t i v e  for  t h e  p e r i o d  July I, 1 9 8 5 ,  to October 18 ,  1985. 

For t h e  period October 18 t h r o u g h  October 31, W e s t e r n  collected 

$33,319.99 excess r e v e n u e s  as a r e s u l t  of t h e  approved  T e n n e s s e e  

Gas rate e f f e c t i v e  October  18, 1985. The r e f u n d  ordered by FERC 

i n  O p i n i o n  240-B is estimated at $745,723. 

(4) W e s t e r n ' s  n o t i c e  of December 4 ,  1985r s e t  o u t  a 

s u r c h a r g e  w h i c h  W e s t e r n  p r o p o s e d  t o  p l a c e  i n t o  effect, sa id  

S u r c h a r g e  b e i n g  d e s i g n e d  to  r e c o v e r  W e s t e r n ' s  n e t  l i a b i l i t y  to its 

s u p p l i e r s  of $1,255,284 or 3.37 c e n t s  per Mcf. 
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( 5 )  The s u r c h a r g e  s h o u l d  r e m a i n  i n  e f f e c t  for 1 2  m o n t h s  or 

u n t i l  s u c h  t i m e  as W e s t e r n ' s  l i a b i l i t y  t o  i ts  s u p p l i e r s  is 

discharged. 

(6) The  surcharge s h o u l d  b e g i n  w i t h  meter r e a d i n g s  t a k e n  

on  a n d  a f t e r  J a n u a r y  1, 1 9 8 6 ,  or as s o o n  a s  poss ib le  t h e r e a f t e r .  

I T  IS  THEREFORE ORDERED t h a t  W e s t e r n  shall apply a 

s u r c h a r g e  i n  t h e  amount  of 3 .37  c e n t s  per Mcf a s  a n  i n c r e a s e  i n  

t h e  a p p r o v e d  p u r c h a s e d  g a s  a d j u s t m e n t  b e g i n n i n g  w i t h  meter 

readings t a k e n  on January 1, 1986,  o r  as soon a s  p o s s i b l e  

thereaf ter ,  and  t h i s  s u r c h a r g e  s h a l l  r e m a i n  i n  e f f e c t  for 12 

months or u n t i l  such  time as t h e  amount r e c e i v e d  r e f l e c t s  t h e  

amount  owed. 

I T  IS FURTHER ORDERED t h a t  w i t h i n  30 days from t h e  d a t e  t h e  

s u r c h a r g e  is t e r m i n a t e d  W e s t e r n  s h a l l  f i l e  w i t h  t h i s  Commission a 

summary s t a t e m e n t  showing  a r e c o n c i l i a t i o n  of customer b i l l i n g s  

and the amounts  paid and  owed. 

I T  I S  FURTHER ORDERED t h a t  w i t h i n  30 d a y s  of t h e  d a t e  of 

t h i s  O r d e r  W e s t e r n  s h a l l  f i l e  w i t h  t h i s  Commission i ts  r e v i s e d  

t a r i f f s  s e t t i n g  o u t  t h e  ra tes  a u t h o r i z e d  herein. A l l  o t h e r  ra tes  

and charges shall remain i n  f u l l  force and e f fec t .  
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Dane a t  Frankfor t ,  Kentucky,  t h i s  13th day of Decalher, 1985. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Secre tar y 

I 


